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Current market commentary The bi-weekly Monitor gives you a struc-

tured overview of the current capital mar-

Things got a bit bumpier in global markets over the last few days. Growth concerns ; o ;
ket environment and highlights important

and economic disappointments due to the rapid spread of the delta variant, more

. . . . . developments:
hawkish tones from the US central bank (tapering discussion) and regulatory tight-
ening in China weighed on investor sentiment. In addition, the monthly option * Performance
expiration weighed on investor sentiment last week. However, historically high ¢ Positioning
* Sentiment

equity fund inflows, increasing share buybacks, corporate takeovers and a strong Q2

reporting season continue to support and investors seem willing to continue buying

Surprise Indicators

setbacks. The S&P 500 has not seen a decline of more than 5% since October 2020. * Economics
The picture is similar for European equities, which have kept pace with their US * Foreign Exchange
counterparts since the beginning of the year. We expect them to continue to per-  Equities

form well. The sector structure of European indices has improved, the valuation
discount to the US is at an all-time high and earnings revisions have been recently

positive especially in Europe.

Short-term outlook

This week is dominated by the central banks. On 26 August the ECB Monetary
Policy Accounts Meeting will take place and on 26-28 August the Fed Economic
Forum in Jackson Hole. The market will be watching closely to see what Fed
Chairman Powell will say about a possible exit from its bond-buying programme.
Today, the Purchasing Managers' Indices (Aug.) for several countries in the euro-
zone and for the US should give an insight into the growth expectations of the
economy. Then it will become clear whether the market's growth concerns are
justified. Similarly, the German Ifo Business Climate Index (Aug.) and the US Du-
rable Goods Otders (Jul) will be released on Wednesday. The French business
climate index (Aug.) will follow on Thursday. The following week, inflation data
(Aug,), retail sales (Aug.) and labour market data (Aug.) will be released for Germa-
ny, as well as the ISM Purchasing Managers Index (Aug.), labour market date (Aug.)
and consumer confidence (Aug.) for the US.

European equities historically favourably valued relative to US equities

Sovereign Bonds & Central Banks
Corporate Bonds

Commodities

Possible reduction of Fed bond-buying programme

under discussion

Purchasing managers' indices for August provide

insight into growth outlook
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European equities have underperformed
theit US counterparts for years. For
some months now, however, export-
otriented and more cyclically sensitive
Europe has been able to keep up.

Going forward, US equities are likely to
have a harder time in relative terms, as
the sector structure of European indices
has improved structurally (EPS/growth
trend) - thanks to more IT, consumer
discretionary and industrials. Combined
with the high valuation discount, we see
noticeable long-term potential in Eu-

rope.

USA: MSCI USA TR; Europe: MSCI Europe TR
Source: Bloomberg, Period: 31/07/2006 - 20/08/2021




PERFORMANCE

Multi Asset

4-week & YTD 12-month periods over that last 5 years ° _
AW (23/07/21 - 20/08/21) 20/08/20 20/08/19 20/08/18 20/08/17 19/08/16 Breﬂt haS ShOWﬂ the WeakeSt peffor
YTD (31/12/20 - 20/08/21) 20/08/21 20/08/20 20/08/19 20/08/18 20/08/17 mance over the 12.St four Weeks hOWCVCr
3
MSCI Frontier Markets R 362 -144 101 02 184 ) )
REIT h 14 08 168 150 65 84 it has still performed strongest year to
S 28.4 . -16. A . -G.
e —— 09 e W5 74 4D 161 ©F date. Démand concerns caused by the
Global Treasuries o8 07 19 117 13 70 delta variant are to blame.
0.6 . ..
Global Coporates 33 33 08 122 19 16 * Frontier equities have performed best
0.6 .
USDEUR ol 14 64 34 24 87 over the last month. Their counterparts
Eonia 03 -0.5 -0.5 -0.4 -0.4 -0.4 . .
o in the emerging matkets, on the other
Gold oo 73 209 310 51  -7.8 hand. declined sharoly. F allv Chi
. 98 and, declined sharply. Especia ina
Global Convertibles 8.0 24.8 15.8 6.3 10.3 7.6 > tply p Y
Industrial Metals 229 a3 333 -18 11 22 215 weighed on the performance.
MSCI Emerging Markets e C P 16.7 5.6 0.4 24 147
Brent 104 m— 278 459 312 -103 507 -11.2
MSCI World: MSCI World Net Return; MSCI Emerging Markets: MSCI EM Net Return; MSCI Frontier Markets: MSCI Frontier Markets Net Return;
REITs: MSCI World REITs Index; Global Treasuries: Bloomberg Barclays Global Agg Treasuries TR; Global Corporates: Bloomberg Barclays Global Aggregate Credit TR X .
Global Convertibles: Bloomberg Barclays Global Convertibles Composite TR; Gold: Gold US Dollar Spot; Brent Crude: Bloomberg Brent Crude Subindex TR; Total return of selected asset classes, in euros and in percent,
Industrial Metals: Bloomberg Industrial Metals Subindex TR; Eonia: Eonia Capitalizaiton Index; USDEUR: Price of 1 USD in EUR. sorted by 4-week performance.

Source: Bloomberg, Time period: 19/08/2016 - 20/08/2021

Equities
4-week & YTD 12-month periods over that last 5 years °
= 4W (23/07/21 - 20/08/21) 20/08/20 20/08/19 20/08/18 20/08/17 19/08/16 StOCk markets were able to make further
YTD (31/12/20 - 20/08/21) 20/08/21 20/08/20 20/08/19 20/08/18 20/08/17 gﬂins ACTOSS the boafd 111 the laSt fOuf
Stoxx Europe Defensives —1 175 20.2 0.3 5.3 8.1 37 " , .
e 26 weeks. However, the "risk-off" senti-
MSCI EM Eastern Europe 23.1 31.2 -10.5 19.3 9.0 13.6 .
Stoxx Europe Small 200 o 2.2 o - 35 @ 82 190 ment has also made itself felt here, at
Stoxx Europe 50 = 19 189 249  -08 3.4 45 107 least under the surface: defensive stocks
Stoxx Europe Cyclicals =19 17 381 37 75 23 248 made the strongest gains.
m 14 . .
S&p 500 s 21 349 14 70 B/ 92 ° Asia was by far the weakest region.
MSCI UK M 283 -130  -40 9.4 5.3 .
b oo 10 Here, the high level of regulatory uncer-
Euro Stoxx 50 . 1856 290  -0.2 15 11 191 . ) o ] .
] tainty continues to weigh on investor
DAX P o° - 232 101 55 14 154 ty S o weig VESTots
Topix 0o 0 173 24 23 101 111 minds.
MSCI USA Small Caps 05 187 447 25 -38 281 6.7
. -7.6 —
MSCI EM Asia 31 13.2 14.9 22 52 174 Total return of selected equity indices, in euros and in
S&P 500: S&P 500 TR (US-Equity); Stoxx Europe 50: Stoxx Europe 50 TR; Euro Stoxx 50: Euro Stoxx 50 TR; Topix: Topix TR (japanese Equity); percent, sorted by 4-week performance.
Stoxx Europe Small 200: Stoxx Europe Small 200 TR; MSCI USA Small Caps: MSCI USA Small Caps TR; Stoxx Europe Cyclicals: Stoxx Europe Cyclicals TR; Source: Bloomberg, Time period: 19/08/2016 - 20/08/2021

Stoxx Europe Defensives: Stoxx Europe Defensives TR; DAX: DAX TR; MSCI United Kindom: MSCI UK TR; MSCI EM Asia: MSCI EM Asia TR;
MSCI EM Eastern Europe: MSCI EM Eastern Europe TR.

Fixed Income

4-week & YTD 12-month periods over that last 5 years °
= 4W (23/07/21 - 20/08/21) 20/08/20 20/08/19 20/08/18 20/08/17 19/08/16 All bond segments shown here pOSted
YTD (31/12/20 - 20/08/21) 20/08/21 20/08/20 20/08/19 20/08/18 20/08/17 gains over the past month. with credit
5

EUR Inflation Linkers 48 7.5 Al 7.3 12 -0.8 uali beine favoured overnment
Treasuries 34 -0.9 0.8 133 1.7 -4.8 q ty ) 8
—— v TR bonds outperformed corporate bonds.
BTPs 39 47 144 46 34 * Inflation-indexed EUR bonds per-
USD Corporates s 36 14 156 23 20 formed best. Rising inflation expecta-
Gilts 82 55 86 28 8O tions with stable nominal yields caused
EUR High Yield a3 82 07 35 09 57 ceal interest rates to fall.
EUR Non-Financials 2.7 -0.5 6.5 0.7 -0.3
EM Hard Currency Bonds a1 1.6 1.6 79 -4.9 1.1
EUR Financials 2.7 -0.3 57 0.3 2.0
USD High Yield 75 99 -34 100 6.2 3.0
EM Local Currency Bonds 31 70 45 129 14 14 Total return of selected fixed income indices, in euros and in
Bunds: Barclays Germany Govt All Bonds TR; BTPs: Barclays Italy Govt All Bonds TR; Treasuries: Barclays US Treasury TR; percent, sorted by 4-week performance.
Gilts: Barcl. UK Govt All Bonds TR; EUR Inflation Linkers: Barcl. Euro Govt Inflation-Linked Bond All Maturities TR; EUR Financials: IBOXX Euro Fin. Overall TR; Source: Bloomberg, Time period: 19/08/2016 - 20/08/2021

EUR Non-Financials: IBOXX Euro Non-Fin. Overall TR; EUR High Yield: Markit iBoxx EUR Liquid HY TR; USD Corporates: iBoxx USD Corporates TR;
USD High Yield: IBOXX USD Liquid HY TR; EM Hard Currency: Barcl. EM Hard Currency Agg Govt Related TR; EM Local Currency: Barcl. EM Local Currency Govt TR
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POSITIONING

Non-Commercial Positioning
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* Hedge funds have reduced risk over the
last four weeks. They have increased
their demand for bonds and reduced
their positions in equities and commodi-
ties. They are even net short in US tech
stocks and US small caps at the mo-
ment.

The Commodity Futures Trading Commission (CFTC) publishes
the Commitments of Traders Reports every Friday. A distinc-
tion is made between "non-commercial® and “"commercial
traders" positions. Non-commercial traders enter into purely

-6 speculative positions. Commercial traders hedge underlying
Dccccdlozcz<|0Zzo00e@3DIIMooYg R BO R C X X X
g o n 0 0 g &2 0 x X g ) s S 2 L % @ 2 CCU é 2 :5 % 8 transactions with futures or options. The chart shows the
ul R2s8 oo g %’ e, [ g) B = 2 ”é = historical, normalized distribution in standard deviations and
3 <~ = S 8 'E. B Q - 3 5 ; focuses on the net future position (long positions minus short
@ 8; 3 Q g positions) of non-commercial traders, thus indicating how
K] speculative investors have positioned themselves.
4 weeks ago #current *Duration weighted average bond position.
Source: Bloomberg, CFTC, Time period: 17/08/2011 -
17/08/2021
Put-Call Ratio
2'3 Euro Stoxx 50 ° Market patticipants' need for hedging

/
20 fﬁ«,ﬂ ,n1L : A ‘ | A, du M il
U *%MWW%MW%M :

remains high.

* The put-call ratio has risen for both
European and US equities in the last
two weeks and is above the historical

11 average in both cases.
0.8
26 sep 500
2.4
2.2
2.0 The put-call ratio is the ratio of traded put options (specula-
18 tion on falling prices) to call options (speculation on rising
16 prices) across all maturities. The higher (lower) the ratio, the
1.4 more cautious (optimistic) are the market participants. The
1.2 data have been available for the S&P 500 since 20 December
1.0 1993 and for the Euro Stoxx 50 since 24 February 2006.
Jan 2018 Jul 2018 Jan 2019 Jul 2019 Jan 2020 Jul 2020 Jan 2021 Jul 2021 Source: Bloomberg, Time period: 20/12/1993 - 20/08/2021
——1-week-average 3-week-average —— Historical average
ETF Flows
5% 0% 5% 10% 15% 20% 25% * The fact that investors have become

Money Market slightly more cautious is also reflected in

Mixed Allocation ] ETF flows.

EMU Bonds
US Bonds
Bonds

US Equity
Equities

EU Equity
EM Equity
Japan Equity
Commodity

EM Bonds °

-2% 0% 2% 4% 6% 8%

m2Wavg ~4Wavg ®YTD (top)
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10%

* Money market ETFs recorded the most
inflows in the last two weeks in terms of
own assets under management. Moreo-
ver, bond ETFs were ahead of equities

in aggregate.

Estimated ETF flows in percent of assets under management,
sorted by 2-week average.
Source: Bloomberg, Time period: 31/12/2020 - 20/08/2021



SENTIMENT

AAII Sentiment Survey (Bulls vs Bears)

45 e With a bull/bear spread of -2 ppts,

40 5o 380 pessimism prevails among US private

- . 35.1 investors for the first time since the end
317 315 314 31.5 305 of]anuary.

30 . . .

* Tapering concerns combined with glob-
= ally rising COVID-19 case numbers
20 weighed on sentiment.

15 The sentiment survey conducted by the American Association
of Individual Investors determines the percentage of private
10 75 investors who are optimistic, pessimistic or neutral regarding
55 the US equity market outlook for the upcoming six months. It
5 has been carried out since 1987. The survey is conducted from
Thursday to Wednesday and the results are published every
0 * * I Thursday. For the stock market, it tends to be supportive
19 when there is a high proportion of bears and a low proportion

-5 .

of bulls. However, it is a negative indicator when there are
significantly more optimists than pessimists.
= Current Last week = Historical average Source: Bloomberg, AAll, Time period: 23/07/87 - 19/08/21

Bulls Neutral Bears Bull/Bear Spread

Realised Volatilities

° Realised volatility is currently below the

Commodities [}
average of the last 5 years for almost all
EM equities asset classes.
REITs * However, due to the last, turbulent
i, week, it has risen again somewhat com-
DM equities .
pared to a fortnight ago.
G10 Fx

* Commodities remain the most volatile
and high-yield bonds the lowest volatili-

EUR inflat. linkers
EUR credit ty asset class.

EUR sovereigns

EUR high yield

Realised volatility (in percent) measures the historical range
0 5 10 15 20 25 of variation of a time series and is defined here as the
standard deviation of the daily returns over the last 60 trading

60D realised annualised volafility ©5Y average days. Volatility is often used as a measure of risk.
Source: Bloomberg, Time period: 23/07/2016 - 20/08/2021
Implied Volatilities
350 18 * 'The VIX shot back above the 20% mark
16 last week as many options expired and
300
reached its highest level since mid-May.
14 : e .
250 * Implied volatility in government bonds
12 again fell slightly compared to a fort-
200 night ago.
10
150
8
100 6 The price of options depends on the volatility of the underly-
ing instrument. Implied volatility can therefore be interpreted
50 as a measure of the currently expected fluctuation range of
A 4 the underlying compared to the market over the remaining
Wﬂw term of the option. It is a measure of prevailing uncertainty in
0 « T T T T T 2 the financial markets.
2016 2017 2018 2019 2020 2021 Stocks = VIX Index, Oil = OVX Index, Government Bonds =
——Equities (%) Oil (%) ——Bonds (Bps) ——Currencies (%, RHS) MOVE Index, Currencies = CVIX Index

Source: Bloomberg, Time period: 01/01/2016 - 20/08/2021
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SURPRISE INDICATORS

Global
200 o onomic Surprises * The slowdown in economic growth is
150

now also clearly reflected in economic
surprises. The G10 economic surprise
index, for example, has slipped into neg-
ative territory for the first time since
2020. The global index is on the verge

of doing so also. Thus, negative surpris-

80 i iti
Inflation Surprises es clearly outweighed the positive ones
60 recently.
40 ° Emerging markets are still looking a
2 . . .
0 > little better, even though industrial pro-
0 ‘ < . . . .
duction and retail sales in China have
-20 . .
disappointed recently.
-40
2016 2017 2018 2019 2020 2021 See explanations below.
——Global G10 ——Emerging Markets Source: Bloomberg, Time period: 01/01/2016 - 20/08/2021

Eurozone and US

800 Economic Surprises * In the US, there have also been more
200 . . . .
negative than positive economic surptis-
100 .
o Moy es recently. Retail sales, consumer confi-
0 pv,wa‘/ff%w - T N ,{*ﬂf A y S :
100 (%l M AT i dence and the Empire Manufacturing
200 Index were all disappointing. Industrial
300 production, on the other hand, was a
-400 positive surprise.
100 :
o Inflation Surprises * There were also more negative econom-

60 ic surprises in the eurozone. In Germa-
20 ny, for example, the ZEW index failed
20 /\/ to beat expectations.
0 - /\f\

Yo 7 ~\

20 ~ \/j
-40 Vv See explanations below.
2016 2017 2018 2019 2020 2021 Source: Bloomberg, Time period: 01/01/2016 - 20/08/2021
= Eurozone us
UK and Japan
zzg Economic Surprises * The situation in UK and Japan is simi-

150 larly negative. In UK, industrial data

100

N\\\
50 W\\ \ cently. However, there ate also bright
0 rﬂql;‘r** » ":’L ‘L‘%W 4 N ™ :
w0 ™ R«‘// VA ? Y | spots. In Japan, for example, machinery

have been particularly disappointing re-

orders and industrial sentiment have

-100
150 surprised to the upside.
60 Inflation Surprises
Citigroup Economic Surprise Indices are defined as weighted
40 historical, normalized data surprises (actual releases vs.
20 /'\ /\ Bloomberg survey median) over the last three months. A
. P/\//\ /\/ “\ / \QAU7 positive value of the index indicates that the economic data
0 /\// V - T A4 T N have exceeded the consensus on balance. The indices are
220 / \/\/_ / calculated daily based on a rolling three-month period. The
\V indices use a time decay function to replicate the markets
-40 limited memory, i.e. the weight of a data surprise decreases
60 over time.
2016 2017 2018 2019 2020 2021 Source: Bloomberg, Time period: 01/01/2016 - 20/08/2021
UK Japan
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ECO

NOMICS

OECD Leading Indicator

102 - - 100%
Global OECD Leading Indicator:
« Expansion - over 100 and rising
« Downturn - over 100, but falling
a »

100 75%
98 50%
96 25%
94 ¢ T T T T T T T T T T T T T 0%

1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

——Global OECD Leading Indicator

Manufacturing Purchasing Managers Index (Manufacturing PMI)

——Percentage of countries with a monthly improvement in the OECD indicator (RHS)

* Despite the spread of the Delta variant,
the global OECD indicator rose in July
to its highest level since 2011. Despite
the slowdown in growth, the global
economy is thus still clearly in the ex-
pansion phase.

* This is also shown by looking at the
individual countries, where in July the
index improved for 97% of the partici-
pants compared to the previous month.

The OECD Leading Indicator is composed of a series of select-
ed economic indicators whose composition provides a robust
signal for future turning points. A turning point in the indica-
tor usually signals a turning point in the economic cycle in 6-9
months. However, lead times are sometimes outside this
range and turning points are not always correctly detected.

Source: Bloomberg, Time period: 31/01/1994 - 31/07/2021

Global PMI

US (ISM)
Canada

Eurozone
Germany
UK

France
Netherlands
Italy

Spain
Sweden
Switzerland

China (offical)
China Caixin
Japan

South Korea
Taiwan
Australia
Brazil
Mexico
Russia

India

South Africa

2017

2018 2019

2020

AP AP AP AP aaaaaar q|aqq

Contraction

T Grovh

40 44 46 48 49 50 51 52 54 56 60

* The global PMI fell to 55.4 in July after
reaching a high of 56 in May. Global
growth momentum is thus slowing.

* The August PMI fell in both Japan and
Australia from the previous month. The
economies of both countries continue to
suffer from increased Covid restrictions.

The PMI is an overall index that provides a general overview of
the economic situation in industry. The PMI is derived from a
total of eleven sub-indices, which reflect the change from the
previous month. A value of 50 is regarded as neutral, a value
of over 50 points as an indicator of rising activity in industry
and a value of less than 50 points for falling activity in
industry compared with the previous month. The index has an
average lead time before actual industrial production of three
to six months. The PMI is based on a survey of a relevant
selection of purchasing managers regarding the development
of parameters such as incoming orders.

Source: Bloomberg, Time period: 31/08/2016 - 20/08/2021

Headline Inflation

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 . . .
| I | T | | T | ™ i o * Inflationary pressure in the US did not
Aggregation* | [ 30 [80]| ~ . . .
o | - e increase further. Even though inflation
Canaca | NI n NEmEm . did not increase further in July, it re-
Eurozone || || || 19 22| a . .
Germany [ ] 1] B | - mains at a high level of 5.4%.
uk | - [ 11 | 1 25 20| w
France | ] H 11 19 15| ¥ ° 1 1
eteroncs | 1B - — — - =~ In the UK, on the other hand, inflation
vy |1 — AT 1] Bl 1 0| v % i , i
B — . m oI m — 2 | - fell to 2% in July. However, the decline
Sweden 1 1 18 19 | a 1 1 _
Swizenand |1 IR S 5 S s 07| a is likely to be temporary. Our econo
China | I 1 BE I | e - mists expect a higher value again for
Japan | [ [ 1 1. o -
South Korea | VI Rl | - August, as base effects are more pro-
Taiwan I 11 | I 1 | I | a .
Australia | 1 - nounced in August.
oraa | I e m . -
veico |l R B B Il T e B - Inflation is measured (in percent, year-on-year comparison)
russia | [ [ Y ] v using a consumer price index, also known as a shopping basket
e~ F— that a household purchases on average per year. * = weighting
T R beeion X
90 60 40 30 25' 2[1' 1,5I 1.0' 0.0 -1.0 -20 by gross domeSt]C prOdUCt'

Source: Bloomberg, Time period: 31/07/2011 - 31/07/2021
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FOREIGN EXCHANGE

Trade-Weighted Currency Development

110 * In the currency market, the trends since

| 31/12/2019F 100 |

the start of H2 21 have continued.

105 Aot o] o ‘ * Emerging @arket currencies and the
! asaal euro depreciated.
100 * The Japanese yen and the US dollat, on

the other hand, were in demand for their

95 function as safe havens.
90
85
A trade-weighted index is used to measure the effective value
of an exchange rate against a basket of currencies. The
80 - T T T T importance of other currencies depends on the share of trade

Jan 2020 Apr 2020 Jul 2020 Oct 2020 Jan 2021 Apr 2021 Jul 2021 with the country or currency zone.

——EUR usD — Py —EM Source: Bloomberg, Time period: 01/01/2020 - 20/08/2021

Currency Moves vs Euro

12 540 * The currency moves against the Euro
A .
10 450 were mixed over the past month.
8 N 360 . . .
* Currencies of countries that are heavily
6 270
a .
4 A oa, A N 180 dependent on commodity exports and
2 4 A s |y 90 therefore suffered from the recent price
‘ . il

0 JTIJT:T'TIr'w 0 weakness lost the most ground.
-2 A -90 . .

A A * Cryptocurrencies have been the big

4 A -180 ) .

- . N 270 winners over the last four weeks. Bitcoin

8 A, 360 is currently trading back above USD

A

-10 -450 50,000.

12 -540
I R I H R
:”’oo<zozwoo——g%%é»—om:n:»—Nmoogn.g,&_z@3

o L =
<
i - Performance of selected currencies against the euro, in
G10 Asia EMEA LatAm Crypto (rhs) percent. . .
Source: Bloomberg, Time period: 31/12/2020 - 20/08/2021
= 4 weeks (vs Euro) A Year-to-date (vs Euro)

EUR/USD Exchange Rate and Interest Rate Differential

14 05 * The EUR/USD exchange rate hit a new

low for this year last week at 1.1696, the

13 10 lowest since the positive vaccine-news in

" November of last year.
/7
,/ * The USD benefitted in several ways in
12 ’ 15
‘ recent weeks. On the one hand, strong
. labour market data and tapering discus-

11 T 20 sions provided a boost. On the other

hand, it was also more in demand again

10 25 as a safe haven.

EUR/USD exchange rate and interest rate differential (in

09 - T T T T T T 3.0 percentage points) of 10-year US Treasuries and 10-year

2016 2017 2018 2019 2020 2021 2022 Bunds.
—— EUR/USD - — —Forecast EUR/USD ———10Y Interest Spread (inv., rhs) — — - Forecast Spread (inv., rhs) Source: Bloomberg, Time period: 01/01/2016 - 30/06/2022
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EQUITIES — PERFORMANCE & EARNINGS

European Sector & Style Performance

4-week & YTD

12-month periods over that last 5 years

= 4W (23/07/21 - 20/08/21)

20/08/20 20/08/19 20/08/18 20/08/17 19/08/16
20/08/21 20/08/20 20/08/19 20/08/18 20/08/17

YTD (31/12/20 - 20/08/21)
5.6

Health Care

Utilities

Information Technology
Telecommunications
Finance

Value

Growth

Energy

Industrials

Materials

Consumer Staples

Consumer Discretionary

195 112 115 7.0 00
182 126 173  -10 98
29 435 204 13 177  17.3
256 -140 -04 98 10
37.8 -124 97 60 359
301 -104 58 20 182
308 84 54 82 80
258 353 96 285 67
389 63 06 7.8 149
388 129 63 101 204
147  -40 104 44 18
436 17 19 68 117

Consumer Discretionary: MSCI Europe Consumer Discretionary NR; Consumer Stables: MSCI Europe Cons. Staples NR; Energy: MSCI Europe Energy NR;
Finance: MSCI Europe Financials NR; Health Care: MSCI Europe Health Care NR; Industrials: MSCI Europe Industrials NR; Information Tech.: MSCI Europe Inform. Tech. NR;

Materials: MSCI Europe Materials NR; Te MSCI Europe T

Value: MSCI Europe Value NR; Growth: MSCI Europe Growth NR.

Services NR; Utilities: MSCI Europe Utilities NR;

Changes in Consensus Earnings Estimates

* Not only at a regional level but also at a
sectoral level less volatile segments were
favoured. Healthcare and utilities lead
the field. Cyclical consumer goods per-
formed the worst.

° As per style, trends were again less clear.
Value and growth have been performing
in line over the last month.

Total return of European equity sectors and European style
indices, in euros and in percent, sorted by 4-week perfor-
mance. The difference between Value and Growth lies in the
valuation. A growth stock is highly valued because the compa-
ny is expected to grow strongly. Value stocks generally have
less growth potential and are valued lower.

Source: Factset, Time period: 20/0/2016 - 20/08/2021

* The positive earnings revisions in the

percent. The earnings estimates of the individual companies

12
10 last four weeks are mainly to be found in
8 industrialised nations, while earnings ex-
6 pectations in emerging markets have on-
4 ly increased slightly.
2 ° Earnings estimates rose the most for the
0 eurozone, Germany and Europe. Asia ex
) Japan and Latin America, on the other
El 5 :3: "g” ? "g“ g @ % s E % g hand, saw hardly any positive earnings
g a a S 3 S o E O 2 > revisions.
) =1 =3 = S @ = 3
= Q [} < m x g >
8 < = 5 a =
o
= 3 S B 8
z = ® %
2 @
§ 1-month and 3-month changes in consensus earnings estimates
. . for the next 12 months, in percent.
= 1M changes ... 3M changes to consensus earnings estimates for the next 12 months APAC ex Japan - Asia Pacific ex Japan
Source: FactSet, as of 20/08/2021
Earnings Growth
250 * Consensus expects 2021  earnings
0
200 growth of 50% year-on-year for emerg-
ing markets, thanks to Latin America
150
and Eastern Europe.
100 . =T . .
* For the industrialised nations, earnings
50 growth is also expected to be extremely
0 m high at 43%.
-50
5 - [ %)
2 z G 3 3 I S 3 E o) 8
Q =4 > 3 o ® o ]
a ) 3 m 3 2 2 )
g 2
5 ‘é s g _§ =3 Calendar year earnings growth consensus expectations for
% 5 ® 3 2 selected equity regions, compared to the previous year and in
@ Ed
>
[z

m 2021 Consensus Earnings Growth (yly, in %)

2022 Consensus Earnings Growth (yly, in %)
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are aggregated using the index weights (bottom-up).
APAC ex Japan = Asia Pacific ex Japan
Source: FactSet, as of 20/06/2021




EQUITIES - VALUATION

Contribution Analysis

60 . H

Stoxx Europe 50 Despite the recent turbulence, stock
40 markets' year-on-year performance is
20 still remarkable.

0 ° In this context, prices are increasingly
20 driven by rising profits, whereas valua-
0 tions are declining compared to the pre-
80 vious year.

S&P 500
60
40
20

0

-20
Analysis of the stock market drivers over the last 12 months.
-40 This takes into account the change in earnings estimates and
2011 2013 2015 2017 2019 2021 the change in valuation (price/earnings ratio). EPS = earnings
EPS (A YoY, %) = P/E (A YoY, %) —— Index-Performance (A YoY, %)

per share
Source: Bloomberg, Time period: 01/01/2011 - 20/08/2021

Price-Earnings Ratio (P/E Ratio) of European and US Equities

28 ° Equity market valuations have come
back somewhat over the last two weeks,
but are still significantly elevated by his-

24
torical standards.
* In Europe, the price-earnings ratio has
0 temporatily fallen below the 17 mark for
the first time since the outbreak of the
Jdea_ -~ . . . . .
16 pandemic and is trading at the historical
average for US equities.
12
/v\’\’ P/E valuation based on earnings estimates for the next twelve
months for European and US equities and the respective P/E
8 r T T T T T T average since 1988 * For the Stoxx 600, the history prior to
1988 1993 1998 2003 2008 2013 2018 2000 is of MSCI Europe.
—— S&P 500 - — —Average S&P 500 Stoxx 600% Average Stoxx 600* Source: Bloomberg, IBES Time period: 31/12/1987 -
20/08/2021

Historical Distribution: Price/Earnings and Price/Book Ratio

28 5 * The biggest discount, both on an earn-
P/E-Distribution since P/B-Distribution since i ) )
01/01/2006 (LS) 01/01/2006 (RS) . ings and book value basis, was in emerg-
24 4 ing market equities over the last four
* . .
weeks. This was mainly due to the wave
20 S . . . .
s of regulation in China, which mainly hit
¢ 3 R . the tech giants, which typically are index
16
heavyweights.
N . . , eavyweights
A X 3
12 A
A A
1
8
Historical distribution of valuation indicators for selected
4 0 stock regions since 2006, showing the current value, the

observation four weeks ago and the historical median, the
maximum (upper limit of the grey bar) and the minimum
(lower limit of the grey bar).

Source: Bloomberg, Time period: 01/01/2006 - 20/08/2021

Euro Stoxx ~ Stoxx 600 S&P 500 MSCIEM  Euro Stoxx  Stoxx 600 S&P 500 MSCI EM

Min/Max-Spread A Median 4-weeks ago + Current
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SOVEREIGN BONDS & CENTRAL

BANKS

10-Year Government Bond Yields

40 * Safe-haven government bond yields are
35 treading water. US government bond
30 yields briefly attempted an upward
25 breakout after the strong labour market
data. However, growth concerns due to
2.0 .
US: 1.26% the spread of the delta variant slowed
15 (-2 Bp) . .
the rise and caused a sideways move-
1.0 IT: 0.55%
ment.
78p) ent
05 UK: 0.52% * In the Eurozone, on the other hand,
(-6 Bp) . :
0.0 yields have fallen by up to 8bps in the
05 last four weeks.
DE: -0.50%
-1.0 (-8 Bp)
2016 2017 2018 2019 2020 2021 Effective yield of 10-year government bonds and change in the
——Germany (EUR) France (EUR) ——ltaly (EUR) ——UK (GBP) ——US (USD) last four weeks in basis points (in brackets).
Source: Bloomberg, Time period: 01/01/2016 - 20/08/2021
Yield Curve Steepness (10Y - 2Y)
L]
350 10v 2y Spread The steepness of the US and German
US  126% 0.22% 103 Bp yield curves has also declined slightly in
300 DE  -0.50% -0.75% 25Bp . ,
recent weeks as investors' growth con-
250 cerns have increased further.
200 i
150 V"\ r
.
100 \
50
0 Aud The yield curve distinguishes between the so-called short and
the long end. The reason for this lies in the way in which
factors influence returns. Central banks control the short end
-50 of the curve through their monetary policy and key rates. By
contrast, the long end is influenced less by central banks than
-100 by inflation expectations, supply, demand and risk premia.
1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 Source: Bloomberg, Time period: 01/01/1998 - 20/08/2021
——US Treasury-Steepness (10Y-2Y, in Bps) DE Bund-Steepness (10Y-2Y, in Bps)
Implicit Changes in Key Interest Rates
0.80 * The likelihood of a mid-2022 rate hike
0.70 in the US has not moved much despite
060 the rather hawkish Fed minutes. Some
Fed members have spoken out in favour
0.50 . .
of withdrawing monetary support as ear-
0.40
ly as the end of the year.
0.30 * In the UK, on the other hand, the mar-
020 ket sees a rate hike in mid-2022 as just
010  _ I B = under 70% likely.
0.00 ———— ===, - =
i - - o~ N N N — - - o~ N N N I bl - N N N N
N N o N N o N N N o N N N N N o N N N N N
o o o o o o o o o o o o o o o o o o o o o
N N N N N N N N N N N N N N N N N N N N N . .
S 2 3 5§ 5 » S|2 3 $ 5 v &5 5|2 3 8 8 v » €S Derivatives on money market rates - such as the Fed funds
% 2 8 S = = 3 $ 0O 4 8 = < 3|8 2z &8 & = = 3 futures - can be used to determine changes (number of steps)
Fed (25bp) EZB (10bp) BOE (25bp) in the key interest rate priced by the market

m Market priced rate hike ... rate cut ... interest rate change 4 weeks ago
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Source: Bloomberg, Time period: 23/07/2021 - 20/08/2021




CORPORATE BONDS

Credit Spreads Financial and Non-Financial Bonds

400 * Spreads on investment-grade corporate
bonds have continued to move sideways
350
over the past two weeks.
300 * Even though quality is likely to remain
in demand, we see only very limited nar-
250 . L .
rowing potential in the coming months
200 at current spread levels.
150 USD Non-Fin
112 Bp
USD Fin.:
100 86 Bp
50 EUR Non-Fin.:
51Bp
0 - T T T T T Explanations see middle and bottom illustration.
2016 2017 2018 2019 2020 2021 Source: FactSet, Time period: 01/01/2016 - 20/08/2021
——USD Financial EUR Financial ——USD Non-Financial ——EUR Non-Financial
Credit Spreads High Yield and Emerging Markets Bonds
1300 * Spreads on high-yield bonds have not
risen significantly in the last two weeks
1100 despite the spread of the delta variant
and growth concerns. USD and EUR
high-yield bonds saw a small spread
widening, while EM high-yield bonds
even saw spreads narrow. This contin-
ues to indicate a solid risk appetite.
EM High Yield
513 Bp
USD High Yield:
318 Bp
The extent of the risk associated with a corporate bond is
shown by its asset swap spread (in basis points). This indicates
EM High Grade: the yield that the issuer must pay in addition to the swap rate
100 . . . . . . 141Bp for the respective term to offset its credit risk. See further
2016 2017 2018 2019 2020 2021 explanations below.
——USD High Yield EUR High Yield ——EM High Yield (USD) ——EM High Grade (USD) Source: FactSet, Time period: 01/01/2016 - 20/08/2021
Historical Distribution of Credit Spreads (in bp)
400 LHS RHS 1,200 * While the spreads on USD corporate
550 1050 bonds are already at the lower end of the
’ 10-year range, there is still considerably
300 900 more room to move downwards on EM
250 750 high-yield bonds, especially after the re-
cent widening of spreads. We therefore
200 A 600 still see the greatest potential there.
*
150 A N 450
A * * A USD Financial = ICE BofAML US Financial; EUR Financial = ICE
100 o * 300 BofAML Euro Financial; USD Non-Financial = ICE BofAML US
A N Non-Financial; EUR Non-Financial = ICE BofAML Euro Non-
50 * * . 150 Financial; USD High Yield = ICE BofAML US High Yield; EM High
Yield = ICE BofAML High Yield Emerging Markets Corporate
0 ‘ ‘ ‘ ‘ 0 Plus; EM High Grade = ICE BofAML High Grade Emerging
UsD EUR USD Non- EURNon- USDHigh EUR High EM High EM High Markets Corporate Plus. The EM indices shown here are hard
Financial Financial Financial Financial Yield Yield Yield Grade currency bonds.
Source: FactSet, Time period: 20/08/2011 - 20/08/2021
Min/Max AMedian 4 weeks ago + Current
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COMMODITIES

Commodities Performance

Aluminium (USD/t) ° ° From a cross-asset perspective, com-
Zinc (USD/t) modities were the big losers in recent
Gold (EUR/ounce) weeks. Only aluminium recorded a posi-
Gold (USD/ounce, .
¢ : tive performance. The reason for the
Nickel (USD/t) ° . .
Natural Gas (USD/MMBtU) N weakness is in particular the concerns
Copper (USD/t) ° about rising COVID-19 case numbers in
Tin (USD/Y) ° Asia, which could result in lower de-
Lead (USD/t) ° mand
Gasoil (USD/MT) -7.9 )
Platinum (USD/ounce) -8.8
Silver (USD/ounce) -39
Brent Crude Oil (USDbbl) -10.6 °
WTI Crude Oil (USD/bbl)  -13.3 °
Palladium (USD/ounce) -15.8
Total return of selected commodity prices, in percent, sorted
-25 0 25 50 75 100 by 4-week performance.
=4 weeks ® Year-to-date Source: Bloomberg, Time period: 01/01/2021 - 20/08/2021
Crude Oil
100 350 + Oil (Brent) is trading at USD 66 per
80 400 barrel, the lowest since mid-May. Since
el
the beginning of August, the energy
60 450
commodity, whose market is still likely
40 500 to be in a supply deficit, has already fall-
0
20 550 en by over 13%.
——Brent Crude Oil (USD/barrel) ——US Oil Inventories (in thousand barrel, inv., rhs) o Tt seems that market participants are
14 1,900 . L .
expecting a more significant cooling of
13 1,600 .
demand from China, the wotld's second
12 1,300 .
largest oil consumer.
11 1,000
10 700 Higher oil production and higher inventories tend to depress
oil prices and vice versa. An increase in active oil rigs indi-
9 400 . L .
cates a future increase in oil production.
8 . . . . . 100 Source: Bloomberg, Time period: 01/01/2016 - 20/08/2021
2016 2017 2018 2019 2020 2021
——US Oil Production (in million barrel per day) ——US Rig Counts (rhs)
Gold
2,000 160 * Gold has rallied quickly in the past two
1,800 140 weeks after the flash crash and is cur-
120 .
1,600 rently trading at USD 1,790 per ounce.
100 . .
1,400 I, ETF investors, however, did not take
1,200 60 advantage of this. If the fears of a Fed
1,000 0 tapering at the end of the year prove
550 ——Gold (USD per ounce) ——Gold ETF-holdings (million ounces, rhs) . tfuC, I'iSil’lg I'Cﬁ.l interest rates WOuld
ioh on the precious metal.
250 o weigh on the precious metal
-150
50 90 The US dollar and the real interest rate, i.e. adjusted for
) o5 inflation, are among the fundamental price factors of the gold
50 price. Rising real interest rates tend to depress the price of
gold, while falling real interest rates have a supportive effect.
150 100
The same applies to the US dollar. The development of gold
250 T T - T T 105 ETF holdings reflects the demand for gold from financial
2016 2017 2018 2019 2020 2021 investors.

——US real interest rate (inv., in bps) ——USD trade weighted (inv., rhs)
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Source: Bloomberg, Time period: 01/01/2016 - 20/08/2021
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